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An AICPA publication for the local firm

BUSINESS PLANNING FOR SMALL BUSINESS CLIENTS
An enormous amount of information that is gen
erated as a by-product of performing audits for
clients can be used by practitioners to help those
clients with their business planning. Much of this
information is already in CPAs' files, particularly
if the clients have been with them for some time.
Other useful facts are quite easily obtained.
Quite often, clients are so busy running their
businesses that they do not have time to either
scrutinize all costs or to plan properly. The CPA
can do these things for them. And, being a busi
ness planner lets you become involved in all
aspects of your client's business. This is good.
The work is interesting, varied, fun even. So, here
are some suggestions for making use of available
information and for having some fun helping
small business clients with their planning.
Basic objectives of the company

One of the first things you should do is find
out the type of company your client wants. What,
for example, is the desired size? If the client has
considerable growth in mind, you will have to
think in terms of how this can be achieved and
from where the necessary capital and staff will
come.
Does the client intend to diversify? If so, you
should not only help determine into which in
dustries or specialties, but the degree of diversi
fication the client wishes to achieve.
Which markets are the client's products aimed
at? Is the quality consistent, and are the products
compatible with the price level? You can help the
client in these areas by finding out what is being
returned and by setting up adequate quality con
trols. You can determine product obsolescence,
help reduce waste and find out what competitors
are charging for similar products.
You will have to be a bit of a psychologist. A
CPA must know his client. Is he aggressive? Does

he have a lot of initiative? Does he take risks? Is
he income-oriented? A gambler? What are his
views on raising capital?
You will also have to take note of your client's
social philosophy because some of this may have
an impact on the company’s balance sheet. (He
must also conform to government regulations.)
You must understand your client’s attitude toward
customer service and find out how active he is in
community relations. Employee relations are im
portant too because of their effect on payroll costs
as well as morale. So, check to see if he has a high
turnover. Look into stockholder relations. Deter
mine what the company’s policy is on keeping
stockholders informed and on paying dividends.
Management philosophy must be examined as
well. A small business often has one person who
makes all of the decisions. This could affect staff
turnover. Examine the quality of key personnel.
It takes a lot of talent to run a small business.
Usually, there aren't any specialists as there are
in large firms—people have to know more and do
more. You must identify the key component of
success—it’s most often built around one indi
vidual’s talents. You might also take a look at
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management’s attitude toward planning and con
trol and the strictness of staff supervision.
Sales policies

You should determine the sales trend of each
product line to see if your client can save money
by eliminating some of them. Analyze each line’s
contribution to profits. You’ll find that most small
clients don’t have a sufficiently sophisticated
method of determining this and will benefit from
keeping their product lines simple. So, count the
number of models in each line, note the sales of
each and the frequency of change in style and
design.
There are numerous surveys connected with
sales that you can conduct for the client (others
are conducted by trade associations). For example,
is most distribution made through owned or inde
pendent distributors? Do manufacturers' repre
sentatives play a part, and are there any direct
sales to dealers? You can also find out who the
major customers are, where they're located, the
size of their individual orders and their annual
volume.
In addition, you can be of great help in your
client’s promotional and advertising efforts by
finding out for him who buys what and why. You
should check into the advertising program, the
frequency of ads and the media used. Don’t over
look personal solicitation. Areas to investigate are
the number of prospects, the frequency of con
tacts and the number and type of salesmen. Find
out what salesmen bring in, how much they spend,
etc. You have the payroll data, so it’s easy for you
to check various sales costs.
Procurement policies

The client will frequently have to decide
whether to produce certain finished items or com
ponent parts, or to buy them. These are good
study areas for the CPA.
You should check the client's inventory policy,
ask why he bought this or that and note how sea
sonal variations are handled. Find out the savings

involved in buying in quantity, and don’t forget
to see if the inventory is moving.
Another service you can perform for the client
is to find out if the people in the purchasing de
partment obtain bids or just buy from those they
like or to keep business in the community. There
is nothing necessarily wrong with these practices,
but you want to make sure that prices are com
petitive.
Personnel policies
You should know about your client’s personnel
policies and methods of training. Find out how
people are hired, what criteria are used and what
the policies are on promotions, layoffs and dis
charges. Is there a job evaluation process? How
are people compensated? Are there incentives?
Check the working conditions, and take a look at
the company’s policies on working hours, vaca
tions, holidays and the employee services it pro
vides. (You can tell the client the costs of the
cafeteria, insurance, etc.)

Financial policies
These, of course, are familiar areas to the CPA,
and you most probably are already involved. But,
for the record, you can perform a valuable service
by checking both the source of capital (such as
bank loans and trade creditors) and its utilization
(inventories and receivables, etc.). Scrutinize the
client’s policies on the distribution of earnings. Is
the money being paid out as dividends, being used
for expansion or to reduce debt?
Finally, you must know the company’s financial
condition and prospects. So, check that the capi
tal is adequately protected, that there is sufficient
insurance coverage, analyze the budgets and do
some comparative studies of revenues and
expenses.
Adapted from a speech by
William J. Storm,
management consultant
New Orleans, Louisiana
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Training for Practice Development
What with ever-increasing demands on their time
and with a certain amount of natural firm growth
during the last few years, many partners and staff
people may be rather complacent about practice
development. However, in order for growth to
continue, practice development should be planned
and a training program started.
The first step is to put practice development
into perspective by comparing the number of
people in the firm who take professional educa
tion courses to the number who go to practice
development conferences and workshops.
In most cases, it quickly becomes obvious;
whatever practice development there is just hap
pens. Unfortunately, there is only one way to
coast in any endeavor and that is downhill.
You should also try to find out if partners and
staff members allow the quest for technical pro
ficiency and chargeable hours to work against
practice development. This does not have to be so.
Is there a general fear of not being successful
in practice development? If so, this is where sales
training can help. To some degree, all CPAs are in
sales, i.e., they are in the business of selling their
professional expertise. It is the firm’s responsi
bility to teach them how to become better sales
people.
Since we can all learn to be better at meeting
people, no one should be excluded from the prac
tice development training program. If we all meet
enough people and project the right image, we
will get business. The most successful firms don’t
mind change; they believe it is necessary for
growth.

How to set up your training program
□ Put a partner who is a proven business
getter in charge of this program. He or she
will need strong organizational ability and
should set up the program in accordance
with the firm’s long-range growth plan and
philosophy of practice.
□ Training meetings should be scheduled reg
ularly. As with partners’ retreats, these meet
ings may be more fruitful if held in a relaxed
atmosphere at a location away from the
office. The partner-in-charge should develop
an agenda, list all items of possible discus
sion and make sure that the meeting follows
the prepared plan. (Readers might like to
refer to the article “How to Run a Meeting’’
in the March 1978 issue of the Practitioner.)
□ All partners and staff members should fill

out a monthly contact report. The contact’s
name, the type of meeting, who was present,
what was discussed, etc., should be recorded,
and the form should permit classification
of contacts by clients and nonclients. A
planned-call information form is another
useful aid. (See exhibits.)
We place heavy emphasis on contacts with pres
ent clients since they have historically been our
sources of expanded business.
What to cover at training sessions

These meetings can open CPAs’ eyes to a new
area of public accounting. Our first session was
received most enthusiastically by the staff. We
told them what had worked in the past, why this
was so and how to do it.
The staff will be greatly helped if the firm
□ Provides examples of new business sources.
□ Furnishes a list of activities that can lead
to new business.
□ Holds discussion sessions in which people
can describe how they acquired new clients.
□ Develops a skit showing how to respond to
the most frequently asked questions about
the firm.
□ Prepares a list detailing the firm’s outstand
ing qualities.
□ Rewards staff members who bring in new
business and gives them adequate recogni
tion within the firm.
Ways to develop and maintain clients

All staff members can help to develop clients—
even those who think they are strictly technical
specialists. The job requires a knowledge of the
firm’s services and an ability to talk enthusias
tically about our work. Most importantly though,
it requires a commitment from each person.
Present clients are the best source of growth
for a CPA firm; they are familiar with the firm
and know its virtues. Obviously, some clients have
more development potential than others and they
can be graded accordingly. (See “Client Evalua
tion” in the December 1978 issue of the Practi
tioner.)
Each client engagement should be important to
us and should not be undertaken unless it presents
a challenge and opportunity to someone within
the firm. A job is not just a matter of debits and
credits—clients should be given a little extra in
the way of service, a newsletter, for example.
The development of clients can be helped by
□ Getting to know them socially. Clients like
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this, and you will be surprised at how often
these occasions turn into billable time.
□
Buying from them where possible.
□ Letting them know if you take a CPE course
in their field of interest.
□ Being a little more aggressive. Clients like
to see this quality in their business doctor.
□ Keeping them informed about audit and tax
developments affecting their own affairs.
Some other good, long-term approaches to prac
tice development include the following:
□ Organize conferences for a group of clients
who are in similar lines of business or in the
same profession. For example, we held a
conference for clients who are doctors, and
the discussion centered around tax shelters
and related subjects.
□ Have a discussion on personal financial
statements with clients and their bankers.
This can result in a worthwhile exchange of
ideas.
□ Set up a conference for bank loan and trust
officers. They have to review financial state
ments so the talk could be on subjects such
as audited/unaudited financial statements.
Other opportunities to sell the firm’s services
are presented at lunches for clients and their key
advisers, including their bankers, attorneys and
their insurance agents.

Ways to acquire new clients

Good client and practice development is a long
term process. There is no such thing as an instant
image—it’s a slow and constant effort.
Local charities, social clubs and trade associa
tions are organizations that immediately come to

mind as ideal for meeting potential clients. Join
clubs by all means, but plan to contribute to the
activities. Don’t join for the sole purpose of ob
taining new business. The soft-sell approach takes
longer, but the results are longer-lasting.
Useful contacts can be made at trade associa
tions, particularly if committee work is under
taken. Giving speeches and writing articles for
the association provide good exposure; speaking
at clients’ business conventions and seminars will
add prestige as well as promote a greater under
standing of their industries.
Other good sources are salespeople (treat them
courteously and always have a partner meet them),
outside directors of clients and former employees
(they know the firm as well as anyone and can
explain its capabilities to potential clients). A cli
ent newsletter can also stimulate a considerable
amount of new business. The CPA Client Bulletin,
available from the AICPA, is a good substitute, or
can be combined with an existing client letter.
The responsibility of the partner-in-charge of
practice development (who is not necessarily the
managing partner) is to motivate and to teach
all members of the firm to play a part in the firm’s
growth. This is a position that requires leader
ship and active participation.
Practice development must be put in its right
ful place in the firm and given a relatively high
priority. The program should be formalized, the
AICPA MAP Handbook used for ideas and a logo
adopted to aid the firm's identity. Above all, re
member the acronym TLC, and that it should stand
for tender loving care, not total lack of concern.
- by Jake L. Netterville, CPA
Baton Rouge, Louisiana

MONTHLY CONTACT REPORT

Exhibit 1

Name

Number

Month

CLIENTS

Client

Type of
Meeting

Those Present

Remarks

Expense

Referral

Expense

NONCLIENTS
Name(s)

Type

Affiliation
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Exhibit 2

PRACTICE DEVELOPMENT
CLASSIFICATION AND PLANNED CALL INFORMATION

ORGANIZATION

Name

Phone Number

Street Address

City

Type of Business

State

Zip Code

Present Auditor, if any

Check One:

None ( )

CLASSIFICATION

□ Client

□ Nonclient

□ Referral Source

□ Potential
Referral Source

KEY PERSONNEL TO CONTACT

Position or
Title

Name

Submitted by:

Indicate appropriate # for
each person:
1.
Know very well
2.
Casual acquaintance
3.
Relative

Date:

Check One:

PRIORITY
□ Medium

□ High

□ Low

PLANNED CALL RECORD

Date

By Whom

Person
Contacted

Remarks

Date for
Next Call

ENGAGEMENTS OBTAINED OR REFERRALS MADE
Date

Reference
Refer.
Eng.

Organization

Type of Eng.
A T MAS 0

Date to Call
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CPA Firm Advertising

CPE Catalog

Subsequent to the article in the February issue
on advertising, two advertisements have come to
our attention. They are reprinted below.

Continuing the distribution policy initiated last
year, the AICPA will mail the 1979-80 continuing
professional education catalog to all practice units
and individuals on request.
Members who requested a catalog last year will
automatically receive one this year. Mailing is
scheduled for this month. Anyone else who would
like to obtain a free copy of the catalog can do so
by writing to the CPE marketing department,
AICPA.

That And Something More
HE tax service rendered by Certified Pub
lic Accountants neither begins nor ends
with the preparation and filing of tax
returns.
It involves a complete service that correctly
interprets every tax issue. It provides for the
organization of accounting systems based on
tax considerations. It keeps clients posted on
the host of new rulings and amendments daily
made to the tax regulations, has record of all
tax dates, and sees that all tax returns are filed
on time.
And in addition, with us it means personal
representation in Washington, the seat of tax
rulings.

T

SEIDMAN & SEIDMAN
Certified Public Accountants
41 PARK ROW
NEW YORK
Washington
Newark

Chicago
Rockford

Grand Rapids
Jamestown

Fourfold
Efficiency
We offer an Accountancy Service which
is the most all-embracing that it is possible
for any Business Man to obtain. (1) High
ly Specialized Tax Department. (2) Regu
lar Audits and Reports. (3) Periodic
Bulletin Service. (4) Credit Cooperation.
Our clients declare that our service in
variably saves them many times its cost.
“Growth Through Service”

David Berdon & Co.
Certified Public Accountants
AT 277 BROADWAY
Telephone, Worth 3585

1979? No! They appeared in the New York Times
on February 10, 1921 (before there was a ban on
advertising).

Assisting Clients with Low Interest Loans

The Office of Chief Counsel for Advocacy of the
Small Business Administration is urging banks to
adopt a "two-tier small business interest rate
base" to set special small business loan rates as
low as they can. CPAs may wish to look into this
program in helping to meet their clients’ financing
needs.
Banks throughout the country have been urged
to consider this approach in support of the admin
istration's voluntary wage and price guidelines.
In view of the fact that small businesses are more
vulnerable to rising bank loan rates than are
larger companies, this program is regarded as
important.
While the conditions vary among those banks
that have publicly reported their adoption of "twotiered" rates on loans of varying maturities, the
following seems to be the general policy: A floating
small business rate is usually used. This is often
pegged at 1¼ percent to 2 percent below the prime
rate. Obviously, however, each small business bor
rower's rate is still a function of specific credit
judgment, but against the lower rate. The follow
ing table lists banks that have been identified by
the SBA in January 1979 as offering reduced small
business rates and the conditions under which
they will do so.
Each month, for several months, the SBA will
issue similar lists which will be mailed to several
thousand small business groups, opinion leaders
and trade associations to help small business
people know where the special rates are available.
For a copy of these reports, write to Herbert A.
Biern, assistant chief counsel for credit and fi
nance, Office of Chief Counsel for Advocacy, Small
Business Administration, Washington, D.C. 20416.

Mellon Bank N.A.

¼ % below prime with

1

normal incre

NEW SMALL BUSINESS RATE*

Bankshares
Kansas City, MO
(36 bank members of the
holding company)

Bank

National

Bank
Providence, RI

17. Hospital Trust

National

National Bank
Newark, NJ

16. Broad

Hartford, CT

15. Hartford National

Bank
Richmond, VA

14. First & Merchants

Hanover
Trust Company
New York, NY

13. Manufacturers

Sales not to exceed $1.5M and borrow 
ings from this bank not to exceed

1'A % below the bank ’s prime with nor 
mal increments over this base rate

$500,000

No specific or firm guidelines — each
borrower reviewed on a case-by-case
basis

$300,000

Assets not to exceed $1.5M and borrow 
ings from all sources not to exceed

Assets not to exceed $1.5M

For 60 days, the bank will freeze its
prime at 11 % and use it as a base rate
regardless of any increases in the na
tional prime rate

the bank ’s prime with nor
mal increments over this base rate

I 'A % below

ments over this base rate

1'4% below prime with normal incre

$500,000

Assets not to exceed $1.5M and borrow 
ings from all sources not to exceed

below prime with normal incre
ments over this base rate. Minimum
base rate of 10%

114 %

3

Net worth not to exceed $1M, total liabilities not to exceed $1M, and borrowings not to exceed $400,000 from any
bank in the system

$400,000

Assets not to exceed $1M and total bor
rowings from all sources not to exceed

Sales of $1M, net worth of approxi
mately $250,000 and borrowings from
this bank not to exceed $250,000

$400,000

Assets not to exceed $1.5M and borrow 
ings from this bank of not more than

$400,000

Assets not to exceed $1.5M and borrow 
ings from this bank of not more than

Assets not to exceed $1.5M

$250,000

Assets not to exceed $1.5M and a line of
credit from this bank not to exceed

Assets of $400,000 or less

Assets not to exceed $L5M

Net worth in the area of $500,000 or less
and $500,000 or less in loan liabilities

Assets not to exceed $1.5M

।

j

j

National Bank of

Bank

*Loan maturities will vary.

Manchester, NH

33. Bank of New Hampshire

National
Bank of Allentown
Allentown, PA

32. The Merchants

of Pittsburgh
Pittsburgh, PA

31. The Union National Bank

Richmond, VA

30. Dominion National

Company
New York, NY

29. Morgan Guaranty Trust

Danville
Danville, VA

28. First

National Bank of
Denver
Denver, CO

27. First

Highland
Highland, IL

26. Bank of

Springfield, MA

25. Valley Bank

Boston, MA

Trust Company

24. State Street Bank and

Flemington, NJ

National Bank
and Trust Company

23. Flemington

Not available
3

to 4% be

Maintains prime rate at
low national prime

'A

Net worth not to exceed $350,000 and
sales of approximately $1M-

Not available

Assets not to exceed $1M and borrow
ings from this bank of less than $350,000

$350,000

Assets not to exceed $1.5M and total
borrowings from this bank of less than

Assets not to exceed $1.5M

Assets not to exceed $1M and total bor
rowings of less than $350,000

Assets not to exceed $1M

Assets not to exceed $1.5M and total
borrowings of less than $400,000

Assets not to exceed $1M and total bor
rowings not to exceed $400,000

No specific size criteria

Assets not to exceed $1.5M and borrow 
ings of not more than $250,000

Assets not to exceed $1.5M

Independent rate not necessarily based
on a set percentage below prime. Rate
has changed only twice in the last five
years

Independent rate not necessarily based
on a set percentage below prime

ments over this base rate

'4 % below prime with normal incre
1

1'A % below prime rate with normal in
crements over this base rate

1'A % below prime with normal incre
ments over this base rate

1% below prime with normal incre
ments over this base rate

1 to 'A % below prime with normal in 
crements over this base rate

1'4 % below prime with normal incre
ments over this base rate

1'A % below prime with normal incre
ments over the base rate

Independent rate not necessarily based
on set percentage below prime

1

1 A % below prime with normal incre
ments over this base rate

22. The First National Bank

of Minneapolis
Minneapolis, MN

Current small business rate capped at
11 % for certain borrowers —with peri
odic review of the rate by the bank

Bank of Detroit
Detroit, MI

21. National

Bank of Minneapolis
Minneapolis, MN

Assets not to exceed $1.5M and total
borrowings not to exceed $500,000

borrowers will have
their present rates frozen for at least
the next 90 days despite any increases
in the bank ’s prime—with individual
reviews in the case of undue hardship
on any small business borrower

20. Northwestern National

All small business

No specific size criteria

Wilmington, DL

Bank
Detroit, MI

Independent rate not necessarily based
on set percentage below prime. Pres
ently set at 1'4 % below prime

SMALL BUSINESS SIZE CRITERIA

19. Bank of Delaware
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NEW SMALL BUSINESS RATE*

Assets not to exceed $1M and borrow
ings not to exceed $350,000 from all
sources

National

Independent rate not necessarily based
on set percentage below prime. Pres
ently set at 10% (or 1 4 % below prime)

18. Manufacturers

BANK

BANKS OFFERING SMALL BUSINESS SPECIAL INTEREST RATES
SMALL BUSINESS SIZE CRITERIA

1'A % below prime rate with normal in 
crements over this base rate. Floor of
9 4%. If prime reaches 14 to 15% level,
the banks will consider increases in
1'A % reduction

2% below prime with normal incre
The First National Bank
ments over this base rate
of Cincinnati
Cincinnati, OH

Chicago, IL

appropriate reductions
All commercial loans will have a frozen
The Lawndale Trust and
ceiling rate of 11 'A %
Savings Bank

Washington, D.C.

12. Commerce

11.

10.

No specific rate reduction announced.
The bank will review each small busi
ness borrower individually and make

9. The Riggs National Bank

of Boston
Boston, MA

below prime with normal incre
ments over this base rate

¼

1

%

¼ % below prime with normal incre
ments over this base rate

1

8. The First National Bank

Boston, MA

N.A.

Bank of Boston

New England Merchants
1
½ % below prime with normal incre
National Bank
ments over this base rate
Boston, MA

Pittsburgh, PA

7. Shawmut

6.

2.

ments over this base rate
Pittsburgh National Bank
1
¼ % below prime with normal incre
Pittsburgh, PA
ments over this base rate
3.
Republic National Bank
Independent rate not necessarily based
of Dallas
on set percentage below prime. Initially
Dallas, TX
set at 10% (or 1½% below prime) but
range between base and prime may vary
4. McLachlen National Bank
1% below prime with normal incre
Washington, D.C.
ments over this base rate
5.
First Jersey National1½
Bank
% below prime with normal incre
Jersey City, NJ
ments over this base rate

1.

BANK
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MAP—A Big Success

Well over 900 people attended the AICPA’s 1978
series of practice management conferences and
rated them, overall, as very good.
Based oh ratings of 5—excellent, 4—very good,
3—good, 2—fair, 1—poor, the individual confer
ences were evaluated as follows:
Firm Management and Administration—4.34
People Management—4.16
Practice Growth and Development—4.27
Partnerships and Professional Corps—4.17.
The AICPA management of an accounting prac
tice committee has completed plans for the sixth
annual series of conferences in 1979. The locations,
dates and topics are as follows.
The first conference, on July 30-31, will be on
practice growth and development. It will cover
topics such as making the firm known, achieving
growth through specialization, how to effectively
use logos, brochures, etc., and the internal
growth of a firm . . . providing more services to
present clients.
People management is the title of the second
conference to be held on August 2-3. Participants
at this conference will receive guidance on estab
lishing a recruiting program and on setting in

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

dividual and firm goals. They will learn some
interviewing techniques and be exposed to ideas
on motivating and retaining staff.
Both conferences will be held at the Fairmont
Hotel in San Francisco.
The third conference, on September 13-14 at
the Marriott Hotel in Philadelphia, will deal with
partnerships. Topics will include partnership
agreements, partner evaluation, partner compen
sation and establishing the criteria for selecting
partners.
Firm management and administration will be
covered at the fourth conference on November
1-2 at the Marriott Hotel in Chicago. Discussions
will center on managing time, the use of com
mittees in managing a firm, the hardware that's
available to aid firm management (computers,
word processors, etc.) and how to manage a
local firm to produce a quality service.
The recommended continuing professional ed
ucation credit is 16 hours for each conference.
Brochures on the conferences will be mailed to
all partners of practice units towards the end
of May.
For further information on this series of con
ferences, contact Barry Kuchinsky, member rela
tions division, AICPA.
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